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E.O. 11652: N/A 

TAGS: EAID, GB, GW 

SUBJECT: GABON ACCESS ROADS 

1. SUMMARY. DR. EHM CALLED IN EMBASSY OFFICER TO 
REPORT ON MEETING WITH KREDITANSTALT OEFICIALS ON 
FRG POSITION REGARDING JOINT FINANCING PROPOSAL. THE 
FRG IS PREPARED TO ATTEND A MEETING OF ALL DONORS ONLY 
ON THE CONDITION THAT THE US UNTIE ITS AID EOR THE 
ACCESS ROAD PROJECT. END SUMMARY. 

2. DR. EHM, DIRECTOR OF CENTRAL AFRICAN AFFAIRS IN 
THE AID MINISTRY, CALLED IN EMBASSY OFFICER AFTER HIS 
MEETING WITH KREDITANSTALT OFFICIALS ON MARCH 26. HE 
REPORTED THAT, WHILE THE GERMAN GOVERNMENT FAVORS THE 
PRINCIPLE OF JOINT FINANCING OF PROJECTS SUCH AS THIS, 

THE KREDITANSTALT OFFICIALS BELIEVE THAT THE TYING 
PROVISION OF US AID REDUCES THE OPPORTUNITY OF THE 
GOVERNMENT OF GABON TO PROCURE PROJECT EQUIPMENT FROM 
THE LOWEST-COST PRODUCER. THEY FEEL THAT ANY REDUCTION 
IN PROJECT COST RESULTING FROM THE GREATER EFFICIENCY 
OF DONOR COOPERATION MIGHT BE CANCELLED OUT BY THE 
REQUIREMENT THAT EQUIPMENT BE PURCHASED IN THE US. 
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EHM HYPOTHESIZED THAT IF THE GABONESE WERE REQUIRED TO 
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PURCHASE A PORTION OF THEIR EQUIPMENT IN THE US PER 
TYING PROVISION OF THE AID PROGRAM, THEY WOULD ALSO 
PURCHASE THE REST OF THE EQUIPMENT (FINANCED FROM 
GERMANY AND THE AFRICAN DEVELOPMENT BANK) IN THE US 
IN ORDER TO MAINTAIN COMPATIBILITY. IF THE US WAS NOT 
THE LOWEST-COST PRODUCER OF THE EQUIPMENT, THE ADDED 
COST OF BUYING IN THE US WOULD REDUCE ANY SAVINGS 
RESULTING FROM THE JOINT FUNDING. EHM EMPHASIZED THAT 
THE FEDERAL REPUBLIC HAS NOTHING AGAINST PROCUREMENT 
IN THE US PER SE, BUT RATHER, THEY WANT TO ENSURE THAT 
THE CONSTRUCTION FIRM CAN BUY EQUIPMENT FROM THE LOWEST 
BIDDER. FOR THIS REASON THE FRG FEELS THAT US 
ASSISTANCE SHOULD BE UNTIED BEFORE ANY MEETING OF 
DONORS TAKES PLACE. 

3. EMBASSY OFFICER POSED HYPOTHETICAL SITUATION IN 
WHICH GABON WOULD PURCHASE ONLY THE PORTION OF ITS 
EQUIPMENT FINANCED WITH US FUNDS IN THE US AND COULD 
THEN PURCHASE THE BALANCE (THAT PORTION FINANCED FROM 
THE OTHER DONORS) IN THE COUNTRY OF ITS CHOOSING. SINCE 
IT IS TO BE EXPECTED THAT THE US WOULD BE LOWEST COST 
PRODUCER ON AT LEAST A PORTION OF THE EQUIPMENT, THEN 
NO LOSS IN EFFICIENCY WOULD RESULT. EHM REPLIED THAT 

HE DOUBTED THE FEASIBILITY OF PURCHASING SOME EQUIPMENT 
FROM ONE COUNTRY AND THE BALANCE FROM OTHERS, REITERATING 
HIS CONTENTION THAT THE ROAD-BUILDING FIRM WOULD 
PROBABLY WANT COMPATIBLE EQUIPMENT. 

4. DR. EHM NOTED THAT A SIMILAR SITUATION AROSE SOME 
YEARS AGO WHEN FRANCE PROPOSED JOINT FINANCING ON A 
PROJECT IN AFRICA. THE FEDERAL REPUBLIC ALSO OBJECTED 
AT THAT TIME TO AID TYING AND THE FRENCH MADE AN 
EXCEPTION IN THE PARTICULAR PROJECT. 

5. EHM ALSO REPORTED THAT, ACCORDING TO COMMUNICATIONS 
FROM HIS AMBASSADOR IN LIBREVILLE, THE AFRICAN 
DEVELOPMENT BANK HAD NOT GIVEN ITS CLEAR APPROVAL TO 
JOINT FINANCING. EMBASSY OFFICER NOTED THAT AFDB HAD 
EXPRESSED STRONG INTEREST IN THE JOINT FINANCING 
PROPOSAL IN JANUARY BUT EHM REPLIED THAT GOG CHANGES 
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IN THE ROAD NETWORK SINCE THEN HAD PROMPTED A 
REEVALUATION OF THE BANK'S COMMITMENT. 

6. DR. EHM ALSO RAISED A NUMBER OF OTHER ISSUES ON 
THE JOINT FUNDING QUESTION BUT INDICATED THAT THE 
QUESTION OF TIED AID WAS THE ONLY ONE THAT MUST BE 
SOLVED PRIOR TO A MEETING OF DONORS. THESE CONCERNS 
INCLUDE THE FOLLOWING: 
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A. SHARE OF FINANCING BY EACH DONOR - THE FRG HAS 
EXPRESSED CONCERN THAT THEIR PORTION IS CONSIDERABLY 
LARGER THAN THE OTHER DONORS AND THAT COST INCREASES 
ARE LIKELY TO MAKE THE DISPARITY EVEN GREATER. 

E.O. 1 1652: N/A 
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B. ACTUAL SIZE OP APDB CONTRIBUTION - EHM CLAIMS TO 
HAVE NO SPECIPIC PIGURES ON THE SIZE OP THEIR 
CONTRIBUTION TO THE PROJECT. 

C. THE MANNER OP POST-PROJECT EVALUATION - GERMAN 
REGULATIONS REQUIRE EVALUATION OF THE PROJECT FOLLOWING 
COMPLETION BY KREDITANSTALT OPFICIALS TO ENSURE THAT 
ERG PUNDS WERE EPPICIENTLY SPENT. EVALUATION WOULD 

BE MORE DIFPICULT WITH SEVERAL DONORS CONTRIBUTING TO 
VARIOUS PORTIONS OP THE PROJECT. 

7. EHM ALSO PROVIDED EMBASSY OPPICER WITH NEW FIGURES ON 
PROJECT COST. THESE PIGURES NOW SHOW A TOTAL COST OF 
160 MILLION DM OF WHICH GERMANY WOULD PROVIDE 64 
(KOUMAMEYONG-BOOUE: 25; BOOUE-IVINDO 39). DO THESE 
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FIGURES SQUARE WITH LATEST COST ESTIMATES ON HAND 
IN ABIDJAN? WE ARE NOT AWARE OE THE SOURCE OE THESE 
EIGURES. 

8. COMMENT. IT HAS BECOME APPARENT OVER THE PAST 
PEW MONTHS THAT THE ERG IS NOT AS STRONGLY INTERESTED 
IN THE IDEA OF JOINT FINANCING AS THE US. THEY ARE 
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WILLING TO GO ALONG WITH OUR PROPOSAL AS LONG AS IT 
APPEARS THAT GREATER EPPICIENCY AND CORRESPONDING 
SAVINGS WOULD RESULT PROM JOINT PINANCING, BUT THEY 
SEE THE TYING PROVISION OP US AID AS VIRTUALLY 
CANCELLING THE POTENTIAL SAVINGS. EMBASSY OPPICER ALSO 
PERCEIVED GERMAN RELUCTANCE TO BECOME INVOLVED IN ANY 
JOINT PUNDING PROPOSAL WHICH MIGHT LEAD TO A PERMANENT 
MACHINERY OR CONSORTIUM POR AID PROJECTS IN GABON. 

9. AT THIS POINT IT IS NEITHER CLEAR THAT EHM CAN BE 
CONVINCED THAT IT IS FEASIBLE TO MAINTAIN A TYING 
PROVISION ON THE US PORTION OP THE PROJECT, WHILE 
ALLOWING THE CONSTRUCTION PIRM TO PROCURE THE BALANCE 
OP ITS EQUIPMENT PROM THE LOWEST-COST PRODUCER, NOR IS 
IT CLEAR TO EMBASSY BONN IF ANY POSSIBILITY EXISTS POR 
UNTYING AID ON THIS PROJECT. GUIDANCE FROM AID/ 
WASHINGTON AND ABIJAN IS REQUESTED POR A RESPONSE 

TO EHM. 

HILLENBRAND 
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